
Chapter – 08 

Producer’s Equilibrium  

 

Q. 1. Why should MC curve cut MR curve from below to achieve producer’s equilibrium? 

Ans. One of the two conditions of the establishment of stable equilibrium of a firm is that its MC curve 
should cut the MR curve from below, not from above. If the MC curve cuts the MR curve from above, the 
equilibrium so established shall not be stable as it will be possible to add to profits by producing more. The 
idea is that beyond the point of equilibrium, the MC should be greater than MR so that further production 
becomes uneconomical. 

 

Q. 2. A table showing TC and TR of a firm is given. Calculate MC and MR and find out the equilibrium level of 
output. 

Output 1 2 3 4 5 6 7 8 9 10 

TC 45 80 95 105 135 175 225 285 360 440 

TR 40 80 120 160 200 240 280 320 360 400 

Ans. 

Output (Q) TC TR MC(V MR (Rs.) 

(in units) (Rs.) (Rs.) MRn = TRn-TRn-1 MRn = TRn-TRn-1 

1 45 40 45 40 

2 80 80 35 40 

3 95 120 15 40 

4 105 160 10 40 

5 135 200 30 40 

6 175 240 40 40 

7 225 280 50 40 

8 285 320 60 40 

9 360 360 75 40 

10 440 400 80 40 

The producer achieves equilibrium at 6 units of output. It is because this level of output satisfies both the 
conditions of producer’s equilibrium: 

(i) MC is equal to MR; and 

(ii) MC becomes greater than MR after this level of output. 



 

Q. 3. The equality of marginal cost and marginal revenue is a condition necessary for equilibrium, but it is 
not by itself sufficient to assure the attainment of producer’s equilibrium. Comment. 

Ans. The given statement is correct. Equality of marginal revenue (MR) and marginal cost (MC) is only one 
condition for the equilibrium of the firm. Another condition also needs to be fulfilled for the establishment 
of the firm’s equilibrium and that is: ‘MC must be greater than MR after MC = MR output level’. 

Q. 4. Why is the equality between marginal cost and marginal revenue necessary for a firm to be in 
equilibrium? Is it sufficient to ensure equilibrium? Explain. 

Ans. The producer’s equilibrium conditions are: (i) MC = MR; and (ii) MC > MR after equilibrium. 

Suppose MC > MR: In this situation, it will be profitable for the firm to produce more or less depending 
upon relative changes in MC and MR till MC = MR. 

Suppose MC < MR: It will be profitable for the producer to produce more till MC = MR. 

MC= MR is not a sufficient condition to ensure equilibrium. Given MC = MR, suppose the behaviour of MC 
and MR is such that if one more unit is produced, MC becomes less than MR. 

Then in this case it will be profitable for the firm to produce more. Therefore, in this case though MC = MR, 
the producer is not in equilibrium. However, if after MC = MR output, MC becomes greater than MR, it will 
be most advantageous for the firm to produce only upto MC = MR. 

Q. 5. Explain why will a producer not be in equilibrium if the conditions of equilibrium are not met. 

Ans. The equilibrium conditions are: (i) MC = MR; and (ii) MC > MR after equilibrium. 

Suppose MC = MR condition is not met. Let MC > MR. In this, it will be profitable for the firm to produce 
more or less depending upon the relative changes in MC and MR till MC = MR. Similarly, if MC < MR, it will 
also be profitable to produce more till MC = MR. 

Now Suppose ‘MC > MR after equilibrium condition is not met’ and MC < MR after equilibrium. In this case, 
the firm will not be in equilibrium because it can increase its profits by producing more. 

 

  


